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the peoples and their customs, modern history, political system, economy and 
social welfare, Of special interest are discussions of nativistic and national- 
istic tendencies, including the so-called ‘‘cargo”’ cults proliferating in west- 
ern Melanesia; the impact of World War II; the ups and downs of post-war re- 
habilitation; and contemporary programs as the ‘‘metropolitan’’ powers con-. 
cerned are striving to translate into action the implications of internationally 
scrutinized policy standards (the U. N. Charter and other instrumentalities; 
South Pacific Commission; etc.). The book is issued under the joint auspices 
of the Australian Institute of International Affairs and the International Secre- 
tariat of the Institute of Pacific Relations, and adds another unit to the im- 
pressive list of scholarly works for which the IPR is so well known to Far 
Eastern scholars. 


FELIX M. KEESING 
Stanford University 


Mobilization of Domestic Capital: Report and Documents of the First Working 
Party of Experts. United Nations. Dept. of Economic Affairs, prepared by 
Trade and Finance Division, Economic Commission for Asia and the Far 
East, Bangkok, 1952. 206. $1.50. 


This publication is a summary of the product of a working party of experts 
which met in Bangkok in November, 1951. The working party consisted of 53 
people including the representatives of the eleven ECAFE member govern- 
ments, six associate member governments and observers from other interna- 
tional agencies, The meat of the book consists of the recommendations of the 
working party and summaries of selected papers which were presented at the 
meeting. 

As Dr. P. S. Lokanathan, the Executive Secretary of ECAFE, explained in 
his opening statement to the meeting, the working party met to discuss the 
relationship between current inflationary pressures in the ECAFE region and 
the development programs which the various countries had embarked upon. The 
substantive discussion of this general problem was grouped around three main 
agenda: the impact of inflation on the mobilization of domestic capital, meas- 
ures for increasing government bond sales, and measures for mobilizing sav- 
ings, particularly in rural areas, A sizable number of papers were presented 
on each of these general topics, varying greatly in scope and quality. In my 
opinion, the significant contribution of the working party comes from the work 
which it did on the impact of inflation on mobilization of domestic capital. 

On this central issue the working party arrived at no definite conclusions; 
rather its contribution lay in opening up and probing into the general problem. 
It should be pointed out that the ECAFE group and the U. N. offices have 
made several important contributions to this subject since the Bangkok meeting." 


1E, g., ‘‘Some Financial Aspects of Development Programmes in Asian Countries,’’ 
Economic Bulletin for Asia and the Far East, Vol. Ill, Nos. 1-2, pp. 1=12. 
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The Bangkok group emphasized that the ECAFE area in general was under 
substantial inflationary pressure and it was held that this pressure adversely 
affected potential economic growth of the region. It was recognized that in- 
flation tends to distort the pattern of investment and production; it channels 
potential savings into speculative trade and hoarding uses rather than into 
genuine investment. It also tends to distort the distribution of income, thus 
working hardship on particular economic groups within the community, and it 
weakens general confidence in the currency resulting in adverse effects on 
the saving function. For all of these reasons it was urged that member gov- 
ernments should take steps to restrain inflationary tendencies. A number of 
palliatives were examined: the reduction of government expenditures relative 
to revenue; increased revenues from (non-inflationary) taxation and borrowing 
from nonsinflationary sources. However, at the moment there appeared to be 
intractable problems in adopting any of these rather obvious correctives. It is 
difficult to cut administrative expenditures in an underdeveloped country 
which is in the process of building an administrative machinery for develop- 
mental and general governmental purposes. Increased tax revenues themselves 
would require administrative expansion beyond the present resources of the 
governments of the region. The same holds true for non-inflationary borrow- 
ing; effective use of this particular measure is complicated by a host of cul- 
tural, organizational and more genuinely economic problems. These problems 
were explored at some length in the papers devoted to measures for increasing 
government bond sales, and those concerned with measures for mobilizing 
savings, particularly in rural areas. 

It was pointed out that there are two fundamental conditions which underlie 
an effectively functioning public bond market: 1) widespread public confi- 
dence in the financial ability of the government and 2) the payment of interest 
rates high enough to attract funds from alternative uses. The practical recom- 
mendations which emerged from the discussion include the following: cautious 
use of tax exemption for government bonds, penalty taxation of investment in 
noneproductive areas such as agricultural land and holding of commodities, 
and a provision for a broad range of types of securities to appeal to various 
classes of potential investors. 

On the final agenda on the program, that concerned with measures for mo- 
bilizing savings, the working party appeared to be particularly at a loss in 
suggesting concrete recommendations. It was observed that the importance of 
mopping up rural savings has increased because of a shift of income in favor 
of agricultural producers. A number of measures were examined but no defini- 
tive conclusions were reached on the kind of institutional facilities which 
could be effective in mobilizing domestic savings. One gets the impression 
that this would be a fruitful area for further research. 
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